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THE CHALLENGES FOR ECONOMIC MANAGEMENT IN NIGERIA
by

DR. M. 0. OJO

The paper undertakes a critical evaluation of economic management strategies
and associated programmes in Nigeria in the last twenty-five years in the context of its
overall goals of increased prosperity for the populace, equitable distribution of achieved
prosperity and sustaining the levels of living standards. The findings indicate negam·e
outcomes in respect ofthese basic objectives. The paper then identifies some critical areas
of economic management that have constrained full commitment to the pursuit of the primary goals as a result ofwhich some policy recommendations are proposed. These include
the need for macroeconomic stability, reduction and rationalisation ofpublic - sector role
in the economy, enhanced role for the private sector, intensified diversification of the
economy, radical reform of external trade policy, promotion ofpolitical stability and the
adoption of a comprehensive approach to national economic management.

Issues relating to economic management in Nigeria arc no longer the exclusive preserve of professional economists and economic policy advisers, but are increasingly being debated by the ordinary citizens. With the abundant human and material resources that Nigeria is reputed to own, the average Nigerian will likely claim
that the Nigerian economy has been mismanaged, the result of which is the increased
level of poverty and misery in the country today. What has happened in Nigeria in the
last two decades or so in terms of low attainment in economic development is not new
to the international economy. Many countries that could be said to have adequate
resources for development in addition to the advantages of history and good location
have lagged behind in economic achievements. But, others that did not have the initial
economic potential have, through sheer determination and good planning, radically
changed their economic fortunes for the better.
It thus means that economic policy and management can influence economic
performance either positively or negatively, which therefore underscores the need for
periodical evaluation of economic policies in the pursuit of economic advancement.
This paper is consequently aimed at providing somP. explanations for the poor record

• This is a modi lied version of an Address to the Members of the Nigerian Economic Society at its Annual
Conference in Lagos (June 6-9, I 995). The views expressed in the paper are personal to the author.
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of managing the Nigerian economy in the last two decades. It will, in a rather simplified manner, undertake a critical evaluation of development strategies and programmes
in Nigeria since 1970, identify the key issues that have significantly influenced
economic management and achievements and discuss some policy implications with
emphasis on the modalities for improving economic management and its outcomes.

I.

REVIEW AND APPRAISAL OF ECONOMIC MANAGEMENT
IN NIGERIA.

This section of the paper examines some conceptual issues which, hopefully,
will help to define concisely the scope and direction of the subject to be covered.
Some criteria emanating from this review are used to assess the outcomes of econonuc management in Nigeria since 1970.

The Concept of Economic Management.
In the simplest terms, economic management is concerned with the design
and implementation of appropriate policies to enhance the performance of an economy
in a desired, usually positive, direction. The ultimate goals of economic management
are increased prosperity, equity and sustainability. Increased prosperity can be qµantified in several ways such as by changes in income and the purchasing power of a
given income, especially in terms of accessibility to the basic necessities of life. The
ordinary citizen is only aware of good economic management when be admits that his
prosperity bas increased. While the issue of prosperity is generally personalised and
every citizen wishes to have a taste of increased prosperity as such, economic
management must ensure that achieved prosperity is distributed evenly and fairly
among the citizens. Failure to do this could result in political instability which can
impact adversely on future economic performance. Another source of instability could
be the occurrence of fluctuations in economic prosperity. Taking into account the
factors underlying these fluctuations, economic management must ensure that the
current level of prosperity is higher than in a previous period. As a result of all these
considerations, the extent to which the aims of economic management outlined earlier
are attained forms the litmus test of its success in any particular setting.
Economic management is usually undertaken at various levels. It could be
aimed at keeping some key economic aggregates at some improved levels in a given
period . This is macroeconomic management which deals with the various actions of
policy makers to change the levels of output, employment and the price level in the
appropriate directions through the manipulation of fiscal, monetary and external sector
policy instruments . To attain the goals of macroeconomic policy, economic managers
seek to influence specific sectors of the economy such as industry and agriculture or
the behaviour of economic agents so as to promote competition and social welfare. 11
This category of actions is microeconomic management. While macroeconomic

Ojo

92

management is necessary to lay the foundation for economic take-off through
stabilization, it is not sufficient to propel the economy on its own. Thus,
mircroeconomic, sectoral or structural policies are required for that purpose. Both
categories of economic management measures are therefore complementary to each
other.
Economic management, rr.ore often than not, has some political underpinning. This is mainly because it is usually conducted in a particular environment of
institutions and ideas which largely explains why the same set of policy actions produce different results in various national economies. The environment also implies a
time dimension which suggests changing relevance of policy instruments. Hence,
policy instruments that are considered appropriate in one period may become ineffective in another period. To characterise these ideas, one can categorise economies
broadly into three. At one extreme is an economy in which there is absolute freedom
for economic agents to operate. This may be termed the pure capitalist state. At
another extreme is an economy where the state directs the economic lives of its citizens through a system of pervading interventions, rigid controls and centralised planning. This is the pure socialist state. Nowadays, national economies are managed by
policy instruments drawn from these two extreme systems. While economic freedom
is desirable, the high probability of market failures makes it inevitable to have some
intervention in support of the market. This middle of the road option of economic
management appears now to be formalised as reflected in the dynamic changes in the
international economy in the last two decades. This issue is best described by Rudiger
Dornbusch (ed; 1993 : 4) as follows :
"The best economic system is one in which individual self-interest is the driving force but market outcomes in terms of individual income and wealth are mitigated
by policies that enhance equality."
Goals of Economic Management in Nigeria

While the goals of economic management appear universal, they may have
some peculiarities having regard to the environment in question. The goals of economic management in Nigeria have usually been well articulated in the National
Development Plan documents.
In the Second National Development Plan, for example, five national objectives were identified to be, to establish Nigeria firmly as a united, strong and selfreliant nation, a great and dynamic economy, a just and egalitarian society, a land of
bright and full opportunities for all citizens, and a free and democratic society. These
could be interpreted to be a set of political ideals to be attained through specific
economic policy actions. As indicated in the plan documents, the policy actions were
to result in the achievement of a fundamental goal of economic management which
was "to achieve a rapid increase in the standard of living of the average Nigerian,
thus putting Nigeria in the list of developed countries in the world" (Nigeria, 1975:
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29). This fundameptal objective implied not only an increase in per capita income
overtime, but also an even distribution of the benefits of economic development such
that the average Nigerian would experience a visible improvement in his standard of
living. Furthermore, it was rightly pointed out that some secondary objectives had to
be pursued to achieve the aims of improved prosperity and equity. Some of these were
reduction in the level of unemployment and under-employment, growth in the supply
of skilled manpower, divsersification of the economy, balanced development of the
economic sectors, increased participation by citizens in the ownership and management of productive enterprises, greater self-reliance, improved technologies and increased productivity.
The statement of the national economic objectives went further to identify the
priorities as well as the overall development strategy. The national priorities, as
comprehensively discussed in the Fourth National Development Plan document, were
the improvement of agricultural production and processing, education and manpower
development, strengthening of economic infrastructures and improvement in housing
and health facilities . The overall devclopmeut strategy involved three basic eleml·nts.
The first was to apply the resources from the oil sector which had become the
backbone of the economy to ensure an all -round expansion in the productive capacity
of the economy for lay ing a solid foundation for self-sustaining growth and
development. The second was to ensure proper maintenance of productive assets,
while the third element was the rapid development of the economy's export potentials.
Instruments of Economic Management In Nigeria
lt cannot be denied that the ability to achieve the stated economic policy goals
will, in the first instance, depend on the choice of an appropriate mix of policy
instruments. We can conveniently classify these instruments into macroec~momic and
microeconomic {sectoral) policy instruments. Before these are discussed in greater
detail , there is need to mention the unique role given to formalised development
planning in Nigeria. Between 1962 and 1985, the country launched four National
Development Plans : 1962-1968; 1970-1974; 1975-1980; and 1981-1985. The
Structural Adjustment Programme (SAP) which placed emphasis on national
economic policy re-orientation was implemented rigorously for about two years 1986-198 8. Howe ,er, from mid-1988, there was significant deviation from the SAP
in its original form through the incidence of several policy reversals . In recent years,
the country has adopted the three-year rolling plans within a long-term perspective
plan. Both the fixed and rolling medium-term plans have been operationalised through
the annual Budgets. Indeed, the annual Budgets have become the critical points at
which policy instruments have been applied.
The major tools for macroeconomic management are fiscal , monetary, exchange rate and external debt policy instruments. Fiscal Policy has been a kl!y
instrument of economic management in Nigeria. Generally, fiscal policy should be
directed to provide adequate revenue for the government, rationalise government spend-
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ing and curtail the growth of deficit. On these desirable goals, fiscal management in
Nigeria has been somewhat disappointing. Since the early 1970s, the revenue base
has depended largely on the oil sector. Revenue derived from the oil sector has
exceeded 80 per cent of total government revenue. During the oil boom years and the
period of economic adjustment, fiscal management made no concrete attempt to change
this undesirable situation although that was the intention. The growth of resources in
the oil sector provided an opportunity to initiate huge expenditure programmes. In
fact, when the resources dwindled, attempts were made to sustain the spending pattern through borrowing from internal and external sources. The fiscal deficit/ GDP
ratio has been sustained at a very high level, while the bulk of the fiscal deficit has
been financed through borrowing from the banking system. This, among other factors, has set the stage for macroeconomic instability which has peaked in recent
years. As the bulk of the borrowing from the banking system has come from the
Central Bank, credit to the government has grown excessively resulting in rapid expansion of the monetary base and money stock, with adverse repercussions on costs
and prices.
With an expansionary fiscal policy, monetary management has been mainly
accommodating and relatively passive. Following the excessive growth of domestic
liquidity, the direct monetary controls became relatively inefficient. The introduction
of indirect monetary controls through interest rates liberalisation and the use of open
market techniques have only been partially successful as fiscal policy has not been
very supportive of such actions . Up to 1986, interest rates were kept low
administratively, which had the effect of discouraging savings and investment.
Interest rates were liberalised from 1987, but were recontrolled on several occasions.
The policy reversals only helped to increase distortions in the financial markets. Apart
from monetary policy actions, financial sector reforms have been adopted to promote
financial savings, reduce the distortions in investment decisions and induce more
effective intermediation between savers and investors. The reform measures
especially since 1986 have embraced the restructuring of the financial sector,
innovations in the foreign exchange market, liberalisation of capital movement and
deregulation of the capital market.
The use of uchanee rate and external debt policy instruments has been
significant for macroeconomic management. Exchange rate policy has been directed
to preserve the value of the domestic currency, maintain a comfortable external reserves position and engender price stability. Before 1986, the policy of fixed exchange rates which was favoured resulted in overvalued rates which were an important cause of domestic instability. The exchange rate regime was subsequently modified into a largely floating one up to 1993. In 1994, the fixed exchange rate regime
was re-introduced but modified in 1995 with the ad~ption of a liberalised exchanged
rate mechanism. External debt management assumed some significance in Nigeria
when the debt problem emerged. Before then, Nigeria moved from a period when
there was very low external debt to a period of laissez-faire foreign loans acquisition
partly in response to the claim that Nigeria was "under borrowed". These develop-
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ments led to the initial crisis. External debt management has set out since l986 to
curtail unnecessary external loans, enforce laid-down criteria for external borrowing
and sensitize the various organs of the government and the private sector responsible
for managing the external debt. In recent years, the authorities have applied some
measures to reduce the external debt burden. These include embargo on new loans,
placing a limit on debt service payments, negotiating for debt restructuring and
introduction of a debt conversion scheme.
The microeconomic policy instruments as applied in the agricultural, industrial and educational sectors are discussed next. From the early 1970s, a lot of emphasis was placed on increased agricultural productivity as a means of improving
living standards in Nigeria and diversifying the economy into sustainable activities .
Agricultural development policy, thus, received priority in national development
programmes. Before 1985, macroeconomic policies favoured agricultural
development through increased budgetary allocations, concessionary tax measures,
increased volume and reduced cost of bank credit and liberal importation of
agricultural inputs . Specialised agencies managed by government such as the
Agricultural Development Projects, River Basin Development Authorities, Commodity
Boards, Credit Institutions, Research Institutes, Insurance Institutions, etc., were
established in support of agricultural production activities. Since 1986, government
had sought to increase incentives to agriculture, while divesting itself from the direct
investments of the past. For that reason, institutions such as the Commodity Boards
were dispensed with or privatised. Some of the specific incentives since then include
increased flow of resources to agriculture through interest rate deregulation,
adjusted tariffs to protect agriculture, adjustment of the exchange rate to support
agricultural exports, prohibition of some agricultural import items, increased
subsidies on key inputs such as fertilizer, more favourable land policy through the
creation of the National Land Development Authority (NALDA) and increased
budgetary allocations and expanded credit facilities.
Rapid industrialization has also been given top priority in the nation's economic management efforts. Industrial policy had sought to increase national income, achieve balanced development, transform the technological base and diversify
the productive ~ase. The initial strategy for achieving these objectives was to encourage the establishment of manufacturing enterprises that were expected to produce
goods and services to replace the imported counterparts. With the advent of the oil
boom, government directly participated in the industrialization process through massive public sector investments in many large and mostly capital intensive projects.
The process was aided by the indigenization decrees of the 1970s. As public sector
resources declined, especially in the early 1980s, many of the projects have remained
uncompleted. Since I 986, government has attempted to reduce its direct role in the
industrial sector through privatisation of its enterprises and provision of more
incentives to private sector agents.
The development of infrastructures has been a major aim of economic policy.
There are economic infrastructures such as power, roads, water, transportation and
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telecommunications facilities . There are also social infrastructures such as education, health and housing. All these categories of infrastructure play a key role in
national development. But let me cite just one of them which is of high relevance at
the moment. This is education. Educational programmes have been designed to enhance the volume of facilities and the quality of educational services. At the primary
education level, efforts have been aimed at expanding enrollment to accommodate all
children within the primary school age. The aim has been to stamp out illiteracy and
reduce the incidence of poverty, malnutrition and disease. The secondary education
system has been progressively reorganised to prepare school leavers for higher education or independent living if they cannot proceed beyond that level. Similarly, policy
has focussed on restructuring technical education facilities especially at the polytechnic level. The higher education system has been expanded and restructured to
increase student intake as well as to maintain quality standards.
Overall Assessment of Economic Performance

The nature of the economic policy framework and its implementation usually
produce a combined effect on economic performance which is now discussed. To
assess economic performance will involve a review of macroeconomic and sectoral
developments, general living standards and the associated problems. Here are some
of the highlights. First, there has been growing macroeconomic instability since the
mid-1970s. The level of macroeconomic instability appeared to have reached a peak
in 1990-1994. Macroeconomic instability has been caused mainly by the growth in
fiscal deficits financed largely by banking system credit. Between 1986 and 1994, the
fiscal deficit/ GDP ratio was in the range of 5.4 - 15 .4 per cent per annum. The mode
of deficit financing through credit from the Central Bank has crowded out the private
sector and induced high monetary expansion beyond the growth in output.
Consequently, the incidence of exchange rate depreciation, high inflation, and
balance of payments deficits has persisted. Domestic output, including exports
perfonned relatively well for a period, but could not be sustained in the prevailing
unconducive environment. Rising unemployment has been a common feature of the
economy in the last decade (See Table below).
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NIGERIA: SELECTED ECONOMIC INDICATORS

1970

1980

1990

1991

1992

1993

1994

(Per cent)
Real GDP Growth Rate
Manufacturing Capacity
Utilization
Inflation Rate

8.0

5.5

8.3

4.7

3.0

2.3

l.3

85.0
13.8

80.0
9.9

43.2
7.4

39.4
13.0

41.8
44.6

37.2
57.2

30.4
57.0

(Growth Rate in Per cent)
Net Domestic Credit
Net Credit to Government
Credit to Private Sector
Broad Money (M2)

38.l
32.4
46.7
46.7

21.7
4.4
23.8
46.1

17. l
14.9
18.4
40.4

45.3
82.9
23.7
32.7

69.l
109.7
34.6
49.2

91.4
121.6
51.6
49.8

29.2
27.7
32.2
39.l

(Per cent ofGDP)
Current Account Balance
Overall BOP Balance
External Reserves (US Smil)
Average official Exchange
Rate(N/$)

(6.1)
(2.8)
277.5

3.2
7.4
4.7
(2.2)
8,994.1 3,886

(3.9)
(4.9)
4,487

(0.9)
(18.3)
713

(2.4)
(5.l)
1,330

(5.4)
(4.8)
1,659

0.65

0.61

8.0

9.9

17.3

22.0

21.9

(Per cent ofGDP)
Overall Fiscal Balance
Domestic Debt Stock
External Debt Stock

9.0
10.5
1.0

(4.0)
20.5
4.7

(8.5)
32.3
ll4.3

(I l.O)
35.9
101.2.

(10.2)
98.9

(15.4)
31.9
79.0

(7.9)
38.1
72.3

GDP Per Capita (N)
Population Growth Rate(¾)
Life Expectancy at Binh (Yrs)
Adult Literacy .lute(¾)
Human Development Index

100
2.5
40
30
0.230

700
2.5
45

1,042
2.1
54
52
0.322

1,069
2.1
51
54
0.328

1,066
3.2
52
54
0.348

1,069
2.1
52
55
0.389

1,060
2.1
52
55
0.384

Note:

35
0.297

31.5

Figures in brackets are negative numbers.

Source: Central Bank of Nigeria Annual Report and Statement of Accounts.

Ojo

98

Second, only mixed results have been achieved in the selected sectors - agriculture, industry and education. Agricultural production growth has been relatively
satisfactory but perhaps not adequate to ensure food security and strong export
performance. Above all, agricultural production is still subject largely to weather
variations as the technological base is very weak . Manufacturing production has
recovered slightly from the depression of the early 1980s caused by the acute shortage of foreign exchange and imported raw materials. Since 1992, the same problem
has surfaced with greater severity on performance. It is noteworthy that
manufacturing enterprises that have succeeded in sourcing the bulk of their raw
materials locally have continued to achieve improved rates of capacity utilization .
With regard to education, the main achievement has been the all-round expansion of
facilities, services and enrollment. However, this has taken place at a time of
unconducive economic conditions. A lot of pressure has been placed on the system's
infrastructure, as well as human and material resources. There is evidence of
qualitative decline which has been worsened by the frequent incidence of labour
unrest at all educational levels .
Third, there has not been much improvement in the living standards of the
average Nigerian . For an insignificant proportion of the population, it has been good,
but for the majority of the population, living conditions have become extremely unbearable. Thus, it cannot be said with confidence that the objectives of improved
prosperity and equality have been achieved to a reasonable degree. Living standards
have not been sustained either. The average Nigerian now prefers the 1970s when he
could to a large extent come by the basic necessities of modem life. One would be
expected to support these general claims with relevant data. Even if the relevant data
were all available, one would easily point to their inadequacies. This is particularly
so with the use of the per capita income. These inadequacies encouraged the United
Nations to develop the Human Development Index (HDI), a composite of three elements - the standard of living, longevity and knowledge which are proxied, respectively, by purchasing power based on real GDP per capita, life expectancy and adult
literacy rate (and mean years of schooling). In the last three decades, Nigeria's HDI
has remained below the average of 0.5 (see Table). The Index increased from only 0.
230 in 1970 to 0. 297 in 1980. Between 1990 and 1994, it averaged only 0.354.
Besides, Nigeria's index has persistently fared less than the average developing country. Since 1990, Nigeria's ranking has been within the last 10-15 per cent of all countries. In 1990, Nigeria ranked 116 out of 130, 129 out of 160 in 1991, 128 out of 160
in 1992, 142 out of 173 in 1993 and 139 out of 173 in 1994. One could not agree
more with the comment that Nigeria has been a country of missed opportunities for
human development as the modest growth recorded in the past has not achieved
satisfactory human progress.
Apart from the fact that the policy outcomes deviated markedly from the targets, it is critical to explain the dismal economic performance described above. Several reasons can be advanced for explaining the failure to achieve the important
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policy targets. When put together, it is clear that some general factors were at work.
For the purpose of this Address, let me cite a few of these factors. The first is the
clear evidence of policy instability. This relates particularly to the frequent, abrupt
and unnecessary changes in policy goals and instruments. Of course, policy instability must have adversely affected policy implementation. The second factor is that we
have perhaps over-emphasised populism to the detriment of sound economic policy
choices. For example, in l 985 we did not need a debate to map out for ourselves a
new and viable economic policy direction. We have the best social scientists on the
African continent and if we had decided to utilize them it would have been a great
success. Although the SAP that emerged after the debate was predominantly
indigenous, the initial suspicion of imposition from outside persisted.
Over-politicisation of our economic policy formulation process has now made us over
cautious and constrained in the range of actions in some critical policy areas. The
third factor is that the policy process tended to lose the initiative for dealing with
emerging critical policy problems. It is a truism that on top of the fundamental goals
of economic policy are super-imposed several layers of other secondary objectives
arising from the perceived solutions to the :fundamental goals. These in some instances
could be equivalent to strategies. If the secondary objectives are not achieved, the
authorities gradually lose the focus of the primary goals of economic policy.
Attention will now focus on such critical areas in the management of the Nigerian
economy.

JI.

SOME CRITICAL AREAS IN THE MANAGEMENT OF THE
NIGERIAN ECONOMY.

The emergence of petroleum as a key factor in Nigeria's economic development in the early 1970s was capable of nurturing two temptations-the tendencies to
over-depend on importation and to unduly expand the role of the public sector in the
economy. The main explanation for this was the fact that the bulk of the resource
belonged to the public sector. These temptations indeed matured into serious constraints which economic managers ~ave unsuccessfully addressed since then. There
was another set of problems which many Nigerians did not take seriously from the
beginning . Among these are population explosion, environmental degradation and
political instability. A brief discussion on the nature of these problems is outlined as
follows .
Role of the Public Sector

The role of the public sector in the Nigerian economy since the late 1960s has
expanded beyond the imagination of most of us. The first aspect of this is the size of
the public sector which now encompasses the traditional civil service, numerous
parastatals and commercial enterprises, most educational institutions and other
social services. Indeed, what remains outside of the public sector today are the fragile
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modern private sector and the informal economy which is the last saviour of the
economy. Associated with this large public sector is the tendency for government to
exercise massive controls over economic activities. Such is the dominance of the
public sector that it is assumed !!:~tit has unlimited right to intervene in all aspects of
the national economy. Contrary to earlier expectations, the st(?ry of public sector
participation in the Nigerian economy has been that of inefficiency, distortions and
missed opportunities. The growth potential that could be tapped from its role did not
materialise, while the private sector has been substantially crowded out and the
informal economy neglected. Unfortunately, the exercise consumed real and borrowed
resources . This was the genesis of huge fiscal deficits and the incessant pressures in
the economy. Public sector participation in the economy has been unable to generate
employment opportunities commensurate with the growth of the labour force and
development of skills .
What has been the approach of economic management in this matter? It did
certainly encourage the growth of public sector participation in the economy from the
early 1970s up to the mid-1980s. With the adoption of SAP, one could assert that
economic managers had become convinced that the role of the public sector had been
over-emphasised, and given its negative impact on the economy, were prepared to
reduce it. The privatisation and commercialisation programme formally backed by
law in 1988 was the major response to the problem. The programme has helped in a
small way to reduce the size of the public sector as envisaged, but it is clear that the
programme did not have a viable theoretical framework which would have
determined what type of role the public sector should be playing in the economy over
the long - term. The absence of such a framework has led to tinkering with the
original aims of the programme. Apart from the bold effort in this direction, no
concrete action has been adopted to address the equally big issue concerning the
bloated size of the government work force. As of today, most governments in the
country cannot comfortably pay workers' salaries and sustain their capital programmes
and investments at the same time. The results are that payments of salaries fall into
arrears, social services are not well funded and infrastructures are deteriorating fast.
One should not be misunderstood that the solution being sought is an outright
reduction of the work force. The challenge to economic management is to, on the
basis of objective studies, propose various options out of which the most viable could
be pursued over a number of years.
Excessive Reliance on Petroleum and Imports
The greatest shocks to the Nigerian economy have developed from too much
reliance on the petroleum sub-sector and on imports. The share of petroleum in
Nigeria's Gross Domestic Product (GDP) was an average of only 1.6 per cent
between 1960 and 1969 during which period agriculture contrihuted nearly 60 per
cent. Petroleum sub-sector's share increased rapidly from an average uf 17.4 per cent
during 1970-74 to 24.3 per cent during 1975-79. Following the slump in the world
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oil market in the early 1980s, petroleum sub-sector's share declined from 22 per cent
in 1980 to about 12-13 per cent since then. The shares of agriculture and other
sectors have correspondingly edged upwards. But petroleum's modest contribution
to the GDP has translated into massive reliance on the sector in other directions.
Petroleum exports have accounted for not less than 88 per cent of total exports since
1970 and indeed have contributed between 96 and 98 per cent of total exports since
1990. Petroleum is also the main source of government revenue. Revenue from the
petroleum sub-sector increased from only 25 per cent of total federally -collected
revenue in 1970 to over 80 per cent in 1974. The share of petroleum revenue out of
total federally-collected revenue has remained substantial at about 83.2 per cent
since 1990.
The implication of this excessive dependence on the petroleum sub-sector for
foreign exchange earnings and revenue is the economy's susceptibility to external
shocks. We learned this lesson bitterly in 1978 and in the early 1980s. The underlying
objective of the SAP was to restructure the economy such that the effects of such
external shocks will be minimised. Many people have rightly observed that we did not
make a success of the economic programme adopted in 1986 partly because the
process of change was not properly managed and partly because the nation was not in
fact ready for the change. The process of change was not properly managed owing to
several factors- inappropriate public sector role, marginalisation of the private sector,
etc. The nation was not ready for the change perhaps because the populace had a
wrong notion of the economic reform programme, a shortcoming that could be
attributed to the approach to economic management. The important point to note is
that the problem of excessive reliance on the petroleum sub-sector has remained with
us and could become more serious taking into consideration the adverse
developments in the petroleum sub-sector in the last few years.
Another source of concern which is yet to be tackled seriously is the country's
continued excessive dependence on imports. Before the SAP was adopted, the sheer
size of imports of goods and services when the level of foreign exchange earnings had
declined was an important consideration in the reform programme. This
misalignment created problems for foreign exchange management. The structure of
imports was also lopsided in favour of consumer goods, especially food items. The
policy reform was expected to divert some of the demand for imports to the domestic
imeconomy through appropriate pricing mechanisms. Io real terms, the value of
ports has declined significantly since the early 1980s in line with the declining level
of foreign exchange receipts. Similarly, there has been a noticeable shift in the
structure of imports in favour of capital goods and raw materials, while the value and
volume of foods imports have reduced substantially. The main source of concern ,
however, is that the bulk of local industrial production is still largely dependent on
imported inputs, spare parts and equipment which has made it persistently
susceptible to foreign exchange supply and exchange rate movements under
deregulation. Many of the local industries have made bold efforts to source their
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inputs locally but the core of the country's industrial base is trapped in the import
dependence syndrome. The adverse effect of too much reliance on imported inputs
has also been clearly demonstrated in the agricultural sector where substantial
increases in the costs of agricultural inputs have suppressed the pace of agricultural
modernisation. The critical inputs involved include agro-chemicals, fertilizers,
tractors/ploughs and even hoes and cutlasses. In the livestock segment, the inputs
affected include building materials, feeds, drugs and vaccines while in the fishing
industry the main inputs are outboard engines, canoes/boats and floats . Farmers'
accessibility to these inputs has been considerably reduced owing to increased costs
arising from exchange rate depreciation, inadequate local production of the inputs
and the gradual elimination of government subsidies in the use of the inputs .
The large dependence on importation to sustain local production capacity raises
a number of issues for economic managers to resolve. The first is that if the economy
is to sustain its ability to continue to import such goods and services, the capacity to
export must be substantially expanded. A lot of that capacity will come from the oil
sector in the form of increased local production of oil products and inputs, but
probably more of it will have to be developed through increased non-oil exports. The
second is that there must be increased domestic productivity which is a condition for
higher export capacity. It is when the domestic economy is able to meet local demand
for goods and services that exports become easier to undertake. The third. implication
is that policy incentives have to be designed to support the programme of increased
domestic productivity and accelerated exports. From what has been said earlier,
macroeconomic manageme nt could not have been conducive to an "export
revolution". Also, the structural measures such as the design and implementation of
export incentives as well as strengthening the institutional capacity have really not
made the expected impact. New initiatives are, therefore, required to tackle these
problems.
The Population Explosion

Technically, Nigeria has always had a population problem defined as a Slluation in which the population is growing faster than real resources. The problem has
probably worsened now because the population is still growing fast, while the economy
has deteriorated . Yet, given the development prospects in the early 1970s, the expectation was that the population problem should by now have reduced considerably.
The quantitative aspect of the population problem is simply that with an assumed
population growth rate of about 3 per cent per annum, the GDP gro-wth rate should be
of the order of 5-8 per cent of any meaningful increase in per capita income. Owing
to the high level of economic distortions, it is really difficult for the economy to
attain that level of growth rate in the medium term suggesting that income per head
will stagnate for sometime to come. The rapid population growth will not only imply
that the average Nigerian will remain impoverished but also that some sectors of the
economy will be adversely affected. Such sectors include agriculture, employment,
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education, health and housing. The negative effect on the environment will also be
tremendous. All these will place heavy responsibilities on governments in terms of
increased resources for providing new facilities and maintaining existing ones.
Nigeria has since adopted a population policy and programme which is based
on the principles of voluntarism and social responsibility. The increased provision of
family planning services is expected to be critical to the achievement of the goals of
the programme such as reduced mortality and fertility and a slower pace of migration
to cities. Apart from this vital aspect, other actions are to be taken in the areas of
general economic development. As in several other policy issues, the thrust of the
national population policy and programme is adequate, but the critical element will
be how to implement the programme. It does not appear as if the population problem
has been sufficiently articulated and appraised to the relevant segment of the
population as such. This is important as the central feature of the programme provision of increased family planning services - has cultural and religious dimensions which may constrain its impact unless properly managed. Another source of
doubt is whether the required resources can be mobilised to execute the programme.
Another aspect is the implementation strategy. The minimisation of the population
problem in my mind suggests the need to focus on the role of women in economic
development in Nigeria. A lot is known about this only in general terms. More
research and economic analysis are needed in this area such that findings will be
related to other aspects of the population policy and programme.
Environmental Problems

An important aspect of our national development which is assuming an alarming dimension is the issue of the environment. Global environmental degradation is a
well-known phenomenon. National and international media houses virtually on a daily
basis articulate the seriousness of the environmental crisis. Every nation has its own
peculiarities regarding the heavily polluted environment. In Nigeria, the first major
environmental crisis witnessed by the general public was the negative impact of the
Sahelian drought of the late 1960s and early 1970s. Several types of environmental
crisis have since emerged and have been sufficiently documented. There is
environmental degradation on the land exemplified by the mining and quarrying activities throughout the country. Land has been degraded through oil spillage, the
flaring of massive quantities of natural gas as well as soil and coastal erosion. Our
water supply is heavily polluted, resulting in the frequent incidence of disease and
death. The sources of water pollution are "oxygen-demanding" wastes, disease agents,
plan nutrients, organic chemicals, industrial effluent, eroded sediments, other solid
wastes, and petroleum products. Th.is problem is relatively more serious around Lagos,
the state capitals and other large cities throughout Nigeria.
The degradation of the Nigerian natural vegetation has reached a critical point,
induced by crude farming, logging, grazing, urbanization and infrastructural
development. The effects of declining natural vegetation are the deleterious desertifi-
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cation, soil erosion, declining soil productivity, flooding and loss of wild life
habitats . The human habitat has also degenerated. Total housing requirements far
exceed the available supply. The occupancy rate for rooms in major cities is
extremely high with adverse consequences on the quality of living standards. The
housing stock lacks basic infrastructural facilities and there is a high volume of solid
wastes generated which are not efficiently collected, processed and disposed of.
The Federal Government took the right step by setting up the Federal
Environmental Protection Agency (FEPA) and an ecology fund into which one per
cent of the Federation Account revenue will be paid for dealing with environmental
problems. A lot of literature has been generated on the Nigerian environmental
problems and relevant policies have been outlined . However, the issue of
environmental degradation has to be dealt with in a comprehensive manner with the
national and international dimensions properly analysed and an implementation
strategy mapped out. Equally important is the need to establish an effective
institutional framework and outline the funding strategies for dealing with the environmental crisis.

Political Instability
The next aspect is the issue of political instability in Nigeria. Unfortunately,
this is an issue most economists do not want to discuss openly for fear of being
misunderstood. Politics cannot be divorced from economics. The design of economic
policy must take into account appropriate socio-political dimensions for its
effectiveness. More importantly, the implementation of policy is usually under the
general control of the political authorities. Thus, the existence of an appropriate
political environment is necessary for effective economic management and sustained
economic stability. Nobody can deny the fact that we have not had the appropriate
political environment in the last 25 years or so. During this period, we have had about
four years of civilian government and over 20 years under the military. It is agreed
that military government is an aberration and the ideal is a civilian government under
participatory democracy.
The military regime in Nigeria has been identified with some features . The
first is that it has witnessed frequent and unplanned changes. During the military era
of 25 years, Nigeria had witnessed at least five regimes. The second is that the structure of government has changed very rapidly. Almost on routine basis, we have had
changes in ministerial composition at both Federal and State levels. As a result of
these two features , there has been significant policy instability. As new officials take
over government departments and other agencies, the trend bas been to review what
has been done by their predecessors and changes have consequently taken place in
the scope of economic policies. In addition, several viable and worthwhile projects
could be abandoned if these were not acceptable to the new officials. Another conse-·
quence of persistent military intervention in government and the frequent structural
changes in government is that the attitude of the international community towards
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Nigeria has changed significantly especially in the last five years. The attitudes of
major industrial countries have hardened against the country to the d~triment of
foreign investment inflow. Similarly, the country has not been able to obtain much
needed concessions in respect of her external debt obligations.
The above factors have adversely affected economic management in Nigeria,
especially since 1984. The climax of these developments was probably the attempt to
install a civilian government. The process has been beset with persistent crisis since
1993. This has also hardened the stance of the international community against
Nigeria. But, what could have happened under a civilian regime? It can only be
imagined what the politicians would have done beyond the four years they had, on the
basis of their performance during that period. In the final analysis, the point to
emphasise is that the political foundation for sound economic management in Nigeria
is yet to be laid. Such a foundation must contain a stable institutional structure, an
orderly process for a change of government and a credible social contract between the
government and the governed. Surely, a culture of political stability must be nurtured
for sustainable economic development in Nigeria.
III.

SOME POLICY IMPLICATIONS

Without going into a detailed analysis of the policy implications of the various issues raised above, a few observations are necessary for completeness of the
paper. To strengthen the management of the Nigerian economy for sustained growth
and development, a number of issues must be revisited and streamlined.
First, economic managers must accept and actualise the need for a minimum
level of macroeconomic stability for sustainable economic development. Fiscal, monetary, exchange rate and external debt policies must be coordinated and made consistent with each other. The most obvious action in this .regard is the need to reduce to an
acceptable level the fiscal deficit of the Federal Government as well as shift the
financing of such deficit to the non-bank private sector. In addition, the temptation to
institute economic controls that are untenable in the context of economic
fundamentals and therefore difficult to enforce must be resisted.
.
Second, the role of the public sector in the management of the economy must
be reduced and rationalised. Government should basically be involved "ith the building of infrastructure, development and maintenance of law and order and setting the
philosophy, rules and regulations for economic management. When the basic thrust
of government participation in the economy is properly articulated, it will then be
clearer what to do with the present bloated size of the public sector. Cenainly, the
size of the public sector must be reduced but if the transition is efficiently managed
and the private sector is given more prominence in the running of the economy, labour
would move naturaliy from the public to private sector. The point should therefore be
emphasised that a planned reduction in the size of the public sector should not result
in unguarded retrenchment of labour especially in a period of economic depression.
Third, the implication of the reduced and rationalised role of the public sector
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is an enhanced role for the private sector. Undoubtedly, the issue of the relative
efficiency of the public and private sectors in economic development is controversial.
The general evidence, however, is that the promotion of the private sector as an engine of growth is supported by wide empirical evidence. A number of advantages can
be gained by promoting private sector-led growth. Some of these include the likely
positive impact on government revenue rather than persistent subventions to ailing
government parastatals, the possible reduction in government spending and
inflationary deficit spending, the depoliticisation of economic decisions and improved
economic performance. In the Nigerian environment, the enthronement of private
sector initiative would involve ensuring stability in the policy environment and creating the environment attractive to private investment such as effective maintenance of
law and order and reducing the incidence of corrupt practices.
Fourth, there is need for greater diversification of the Nigerian economy. This
does not imply reduced development of the petroleum sector which has inadvertently
become the mainstay of the economy. What diversification means is that the benefits
of the petroleum sector should be translated into economic transformation featuring
rapid industrial development, a more dynamic agricultural sector and more efficient
infrastructures and social services. For faster industrial growth, there is a need for an
overhaul of the industrial development strategy. Among other things, a new industrial
development strategy should be built on sustained macroeconomic stability, review of
the public investment programme in the direction of privatisation, trade policy reforms, promotion of foreign direct investment for technological progress, improvement of infrastructure and the development of local entrepreneurship. The strategy
for faster agri~ultural growth will also embrace an appropriate macroeconomic policy
framework with special emphasis on exchange rate and trade practices, increased
rural finance, as well as comprehensive programmes for the development of agricultural services such as research, extension, input supply and basic infrastructures.
Fifth, there must be a radical reform of external trade policy to enhance national economic development in the long-run. Indeed, the process of economic
diversification encompasses the restructuring of international trade to support
domestic economic activity rather than supplant it. Specifically, international trade
policy must be directed to discourage excessive importation of consumer goods,
encourage the inflow of capital equipment and modem technology and enhance local
production for export. The enhancement of export capacity would also result in the
achievement of the desired debt servicing capacity that would help to reduce the
external debt burden apart from the possible concessions from the creditors.
Furthermore, while it is necessary to protect local enterprises from intense
international competition, it is better to apply appropriate tariff regimes which are
easier to execute than the use of import bans as the banned imports usually surface
here eventually.
Sixth, we must embark on a credible path of political stability. The most
important element is to sustain the movement towards civilian rule as soon as possible. The greatest good this will do to Nigeria will be an enhanced external image
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and acceptability in the international community. Political stability will also support
an enabling environment for sustained and satisfactory economic performance.
Following this, a deliberate effort to improve probity in governance and adherence to
the rule of law must be made. This is likely to engender confidence from the populace
and the process of poverty alJeviation will then be easier to manage.
Seventh, there must be another attempt to adopt a comprehensive approach to
national economic development. The Medium-term Development Plans up to 1985
did not really make the impact owing to the adoption of a wrong philosophy pervasive public ownership. As a framework, the SAP of 1986 - 1988 was quite a
credible programm.e, but tht: nation was apparently not prepared for it. Since then,
we have muddled on, moving forward and backward. The attempt by the First
Nigerian Economic Summit (February 18-20, 1993) and the drawing up of the
Economic Action Agenda from its Report was a well-thought out plan to enhance
economic policy redirection . That attempt was stalled by the national political
problems. After a period of political instability, an attempt is being made to organise
a policy dialogue in the context of a perspective development plan. The 1995 Budget
has made a t!seful start in correcting previous policy slippages, while the recent
Second Nigerian Economic Summit held in Abuja will go a long way to consolidate
the nation's economic policy aspirations. More than ever before, there is need for a
national consensus on economic policy direction for implementation. The present
policy dialogue should di -..til past experience and map out policy direction., which
should be a blueprint for ruture governments in the country.
SUMMARY AND CONCLUSION

The appraisal of economic management strategies and development
· programmes unclertaken in this paper generally shows that the basic objectives of
policy were not achieved in the last two decades. This failure was manifested in the
growing level of macroeconomic instability, inadequate growth of domcsti~ output
and deteriorating living conditions of the populace. Some of the immediate causes of
these adverse trends were policy instability, inadequate transparency in the economic
policy process and gradual loss of initiative to deal with eme1ging critical policy
problems such as the growing and inappropriate role of the public sector in the economy,
the excessive reliance on the oil sector and imports, worsening population problem,
deterioration of the environment and persistent political instability.
In the light of these developments, Government needs to enthrone a more credible economic management system so as to redirect the economy towards sustai.nable
growth and development. Some of the policy imperatives are the need for greater
macroeconomic stability, reduced role for the public sector and corresponding enhancement of private sector participation in the economy, sustained diversification of
the economy, radical reforms to external trade policy, restoration of democratic
government and political stability and adoption of a comprehensive approach to
national economic development.
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NOTE
11

Economic Managers would normally be considered to be those who design
and implement economic policies. However, there is need for further clarification on
this definition . In the Nigerian context, the Federal Government has overall
responsibility for national economic policies .. Its major agencies are the Federal
Ministry of Finance (fiscal and financial policies), CBN (monetary, credit, financial
and external sector policies), National Planning Commission (national development
planning), other Federal Ministries and parastatals as well as State and Local
Governments and their agencies (sectoral policies). Economic Managers also include
private sector operators who directly and indirectly influence national t!Conomic
policies. Thus, there is a multiplicity of institutions responsible for national
economic policies, indicating the need for proper co-ordination of actions both during
policy design and implementation. Experience has shown that there is a high levd of
co-ordination at the policy de~:1gn stage, although that could be impro,·ed upon.
Co-ordination at the policy implementation stage has. in recent years. been grossly
inadequate which has partly explained the unsatisfactory trends in rnrious economic
variables .
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